Laws; 'iii} ==

e ¢z ies Iormerl, owned cr cperated by it
or any cI I:ts Subs: e
T

s Were not contaminated wWith

during cthe period of ownership or

=z any of its Subsidiaries: {iv) neither it
nor any c i:3 Zubsidiaries has received writtlen notice that
it is subject =: llabili:zy for any Hazardous Substance
disposal or zsntamination on any third party propercty:

(v) neither i: nor =ny Subsidiary has been responsible for
any release -r threat of release of any Hazardous Substance:
(vi) as of the cate hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
request for :nformation alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Eanvironmental Law; and (vii) neither it nor any of :its
Subsidiaries is subject to any binding orders, dec:cees,
injunctions cr other arrangements with any Governmental
Entity or is subject to any indemnity or other agreement
with any third party relating to liability under any
Environmental lLaw or relating to Hazardous Substances.

Hazardous Subs
operation ©v -

As used nerein, the term "Environmental lLaw" means
any Law relating to: (A) the protection, investigation or

restoration of the eavironment, health, safety, or natural
resources, (B) the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(C) noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "Hazarzous Substance"
means any supstance that is: listed, classified or

regulated pursuant to any Eavironmental Law, including any
petroleum product or by-product, friable asbestos-containing

material, lead-containing paint, polychlorinated biphenyls,
radiocactive materials or radon.

(£) Labor Matter=. As of the date hereof,
neither it nor any of its Subsidiaries is the subject of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seeking to compel it to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its executive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
involving it or any of its Subsidiaries, except in each case
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as i3 not, "individually or in'the sggregate, Ieasonably
likely t> nave z Matsriai Adverse Zffecz 2on lt.
(g Rigars igreamen-. The Company has amended
the Rights igreement => provide that neither S3C nor Merger
Sub shall be deemed :> be an Acquirzing Person .as defined in
the Rights Agreement: and the Distribution Date (as defined
in the Rights Agreement) shall not be deemed toO occir and
that the Rights will not become separable, distribuctable,
unredeemable or exercisable as a result of entering into
thisTAgreement, the Stock Option Agreement Or consummating

the Merger and/or; the other transactions contemplated hereby
and thereby. ' ‘

(hy’ Brokere and Tindere. Neither it nor any of
its officers, directsrs or emplovees has empiloved any broker
or finder or .ncurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,

the arrangements with which have been disclosed to SBC prior
to the date hereof.

(i) D v, (i) The Company
and/or each of its Subsidiaries owns, or is licensed or

otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applications therefor, technoclogy, know-how,
computer software programs or applications, and tangible or
intangible proprietary information or materials that are
used in its or any of its Subsidiaries’ businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting, except for any
failures to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, individually or in

the aggregate, are not reasonably likely to have a Material
Adverse Effect on it.

_ (1) = Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

! " (A} it and its Subsidiaries are npﬁ.,ndr will any
" of them be as a result of the execution and
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dei.vary zZ tniz Agreement or the perIcrmance of
;t; sziizatizas nereunder, in violation cf any

supiicenses and other agreements as to
-: >r zny =f its Subsidiaries ls a party and
pursuant <: wnizh it or any Subsidiary is

wnicn

authcsiz24a Tt use any third-party patencts
tragemarxs, service marks, and ccpyrzchts ("Third-
par-:: .“‘"“i"“""'.lai Sraperty ngb:");

(B} =0 the actual knowledge of the Company, no
claims as of the date hereof with respect tdo (I)
the patents, registered and material unregistered
trademar“s and service marks, registered
copyrights, trade names, and any applications
therefor oSwnea Sy it or any its Subsidiaries (the
"Qwned oteilsczual Dempar=y Rjghts"'; (II) any
trage :zecrets material to it; or (III) Third-Party
Inteilactual Property Rights are currently pending
or, 0 the rnowledge of its executive officers,
are threatened by any Person: and

(C} to the acrual knowledge of its executive
officers, there is no unauthorized use,
infringement or misappropriation of any of the
Owned Inteliectual Property Rights by any third
party, including any of its or any of its
Subsidiaries' employees or former employees.

(1 Sevezance Payments. No payments to be made
to any of the cfficers and employees of the Company or its
Subsidiaries as s resuit of the consummation of the Merger

will be subject to the deduction limitations under Section
280G of the Code.

5.3. BRepresentations and Warrapties of SBC and
Merger Sub. Except as set forth in the corresponding
sections or subsections of the SBC Disclosure Letter, SBC,

on behalf of itself and Merger Sub, hereby represents and
warrants to the Company that:

(a) Capital Structure. (i) The authorized
capital stock of SBC consists of 2,200,000,000 shares of SBC
Common Stock, of which 918,627,275 shares were issued and
outstanding and 13,831,028 shares were held in treasury as
of the close of business on December 30, 1997; and
10,000,000 shares of Preferred Stock, par value $1.00 per
share (the "SBC Srafarvad Shares"), of which no shares were
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outstanding zs <
1997. All 2 <che
have peen Zuly auth
and nonassessabiec.
SBC Preferresd Shares

=Z tusiness cn Cecember :1,
stanaing shares of SBC Common Stock
*Zed and are validly issued, Iully paid
BC has no shares cf SBC CTommon Stock or
raserved £2or issuance except that SBC
has -eservea nc more than .0,000,000 SBC Frerferred Shares
for issuance cursuant o the Rights Agreement, dated as of
January 27, 1989, between SBC and American Transtecn, Inc.,
as Rights Agent, as amended by the Amendment of Rights
Agreement, dated as of August S, 1992, between SBC and The
Bank of New York, as successor Rights Agent, and the Second
Amendment of Rights Agreement, dated as of June 15, 1994,
between SBC and The Bank of New York, as successor Rights
Agent (as amenced, the "SBC 2ighte Agreement”). Each of the
outstanding shares of capital stock of each of SBC's
Significant Subs:diar:zes is duly authorized, validly issued,
fully paid and nocnassessable and cwned by SBC or a direct or
indirect wholly-owned subsidiary of SBC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except pursuant to SBC's Senior Management
Long Term Incentive lan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Opticn Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
SBC pursuant to the merger of SBC Communications (NV), Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "SBC Stock ®lapns"), neither SBC nor
any of its Subsidiaries has any obligation with respect to
any preemptive or other outstanding rights, options,
warrants, conversion rights, stock appreciation rights,
redemption rignts, repurchase rights, agreements,
arrangements or commitments to issue or to sell any shares
of capital stock or other securities of SBC or any of its
Significant Subsidiaries or any securities or obligations
convertible or exchangeable into or exercisable for, or
giving any Person a right to subscribe for or acquire, any
securities of the Company or any of its Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SBC does
not have outstanding any bonds, debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for securities having the
right to vote) with the stockholders of SBC on any matter.

-

-
-
~
-~
=
[ 1)

(ii) - The authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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7alue $1.00 ze

r =zhare, ill of wnich are validly issued and
outstanding. =11 =f the issued and cutstanding capital
stock of Mercer Sub is, and at the Zffective Time will be,
owned by SBC, :nd there are (i) no other shares of capital
Stock or cther —2ting s

ecurities cf Merger Sub, (ii) no
securities cZ Merger Sub convertible into or exchangeable
for shares cf capital stock or other voting securities of
Merger Sub znd !(iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub td issue,
any capital stock, other wvoting securities or securities
convertible into or exchangeable for capital stock or other
voting securities of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effective Time will have no, assets,
liabilities or obligations of any nature other than those
incident to ::ts formaticn and pursuant -0 this Agreement and

the Merger ana the other transactions contemplated by this
Agreement.

ngogt

(b, a A 1 ape a §

SBC and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action
necessary in order to execute, deliver and perform its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the SBC
Required Consents, the Merger. Each of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by SBC and Merger Sub and is a valid and binding
agreement of SBC and Merger Sub, enforceable against each of
SBC and Merger Sub in acecordance with its terms, subject to
the Bankruptcy and Equity Exception. SBC has received the
opinion of its financial advisors, Lazard Fréres & Co., in a
customary form and to the effect that the Merger
Consideration to be paid by SBC in the Merger is fair to SBC
from a financial point of view. The shares of SBC Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of SBC will have any preemptive right of
subscription or purchase in respect thereof.

(e) = 1 r=. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that SBC and Merger Sub
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have empicyed lizarz 7T

réres 3 Co. as their financial
advisor.

ARTICLE 7T
Covenants

6.1. axin Sparations. (a) The Company

covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective Time
(unless SBC shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
except as otherwise expressly contemplated by this Agreement

or the Stock Option Agreement, in the Company Disclosure
Letter or as reguirea by appiicable Lawi:

(1) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, "o the extent consistent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existing
relations and goodwill with customers, suppliers,

regulators, distributers, creditors, lessors, employees and
business associates;

(1i) it shall not (A) amend its
certificate of incorporation or by-laws or amend, modify or
terminate the Rights Agreement:; (B) split, combine,
subdivide or reclassify its outstanding shares of capital
stock; (C) declare, set aside or pay any dividend payable in
cash, stock or property in respect of any capital stock,
other than per share reqular quarterly cash dividends not in
excess of $0.44 per Company Share: or (D) repurchase, redeem -
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company’s Employee Stock Ownership Plan) to
purchase or otherwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock:

(Lii) neither it nor any of its
Subsidiaries shall knowingly take any action that would
prevent the Merger from qualifying for "pooling of
“interests” aceounting treatment or as a tax-free
*“reorganization” within the meaning of Section 368(a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect:
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} neither it rnor any of Its
srminate, 2stablish, adopt, =2nter Into,

make any new -ants -r awards under, amend or otherwise
modify, any T-.mpensati:zn and 2enefis Plans or increase the
salary, wage, =-onus -r Sther compensation of any directors,
officers or empicvees =xcept (A) Zor grants or awards to
directors, officers and empioyees of it or its Subsidiaries
under existing “cmpensation and Senefit Plans in such
amounts and cn such terms as are consistent with past
practice, (B) -2 the normal and usual course of business
(which shall include normal periocdic performance reviews and
related compensation and benefit increases and the provision
of individual Z“ompensation and Benefit Plans consistent with
past practice for promoted or newly hired officers and
employees and the adoption of Compensation and Beneiit Plans
for employees ~f new Subsidiaries in amounts and on terms
consistent wWith gast practice) or (C) for actions necessary
to satisfy existing contractual obligations under

Compensation and Benefit Plans existing as of the date
hereof:

(v} neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short-
term indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its

Subsidiaries' outstanding senior indebtedness would be rated
lower than A by Standard & Poor's:

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital
expenditure budget for such year, a copy of which has been
provided to SBC, plus $100 million;

(vii) except as contemplated by
Section 6.1(a) {iv), neither the Company nor any of its

Subsidiaries shall issue, deliver, sell, or encumber shares
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire, any such shares except the option granted under the
Stock Option Agreement, options outstanding on the date
hereof under the Stock Plans, awards of options and
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resctricted stcx anted nereafcar :nder z=he Ztock Plams in

the ordinary =zcur -f tusiness in accsrdance with tais

Agreement ind snares issuable pursuant => such cptions and
awargs;

i

-
-
a
-
-]
-

(viii) neither it nor any of itcs
Subsidiaries shall spend in excess of S50 million in any
calendar year -o acquire any business, whether by merger,
consolidatizn, purchase of property or assets or otherwise
(valuing any non-cash consideration at its fair market value
as of the date of the agreement for such acquisition). For
purposes of this clause (viii), the amount spent with
respect to any acquisition shall be deemed to include the
aggregate amount of capital expenditures that the Company is
obligated to make at any time or plans to make as result of
such acquisition within zwo years after the date of
acquisition:

(ix) neither it nor its Subsidiaries
shall enter any business other than the telecommunications
business and those btusinesses traditionally associated with
the telecommunications business or enter into or extend any
telecommunications business outside the geographic areas

served by it and :its Subsidiaries as of the date of this
Agreement; and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective Time to do
any of the foregoing after the Effective Time.

(b} SBC covenants and agrees as to itself and its
Subsidiaries that, after zhe date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this Agreement or in the SBC Disclosure
Letter or as required by applicable Law):

(1) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
~ would prohibit or hinder, impede or delay in any material

respect the Merger or the consummation of the transactions
contemplated hereby:; (B) declare, set aside or pay any
dividend or other distribution payable in cash or property
~ (other than SBC Common Stock) in respect of any capital
- stock, other than per share regular quarterly cash
dividends; or (C) repurchase, .redeem or otherwise acquire,
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or permi: any - lts Subsidiaries to purchase <r otherwise
acquire, =xces: Ln open market =zansactions Or in connection
with the SBC Z:isck Plans, any shares of its capital steck or
any securizies :snvertible into or exchangeanle £ar any
shares of i1:cs capital stock:

(i1} neither it nor any of ics
Subsidiaries shall knowingly take any action that would
prevent the Merger from qualifying as a tax-free
reorganizaticn” within the meaning of Section 368(a) of the
Code or that would cause any of -its representations and
warranties herein to become untrue in any material respect,
i . however, that nothing contained herein shall limit

the ability of SBC to exercise its rights under the Stock
Option Agreement: and

(iid) neither it nor any of its
Subsidiaries will authorize or enter into an agreement to do
any of the foregoing.

-

(e} SBC and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other party if signed by the Chief Executive Officer,

Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. Acguisition Proposals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and that it shall direct and use its best efforts to
cause its and 1ts Subsidiaries' Representatives not to.
directly or :indirectly, initiate, solicit, encourage or
otherwise facilitate any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or similar transaction
involving it, or any purchase of, or tender offer for, 15%
or more of the equity securities of it or any of its
Subsidiaries listed on Schedule 1 or 15% or more of its and
its Subsidiaries’ assets (based on the fair market value

thereof) taken as a whole (any such proposal or offer being
hereinafter referred to as an "Acguisition Proposal™). The

Company furcther agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its
best efforts to cause its Representatives not to, directly
or indirectly, have any discussions with or provide any
confidential information or data to any Person relating to
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an Acquisiticn Proposal c©r engage in any negotlations

concerning an Acquiszition 2roposal, or otherwise Zacilitate
any effort cr actampr o make or impiement an Acquisition
Proposal: provizZad, Lgweyerz, thac nothing contained in this

Agreement shall prevent :the Company cr its board of
directors from (A) complying with Rule l4e-2 promulgated
under the Exchange Act with regard to an Acquisitiocn
Proposal:

(B} making any disclosure to the Company’s
shareholders if, in the good faith judgment of the board of
directors of the Company, failure so to disclose would be
inconsistent with its obligations under applicable law;

(C) enqagan in any discussions or negotiations with or .
providing any information to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date nereof; or (D) reccmmending such an
Acquisition Proposal to the shareholders of the Company if
and only to the extent that, in such case referred to in
clause (C) or (D), the board of directors of the Company
concludes in good faith (after consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being completed, taking into account
all legal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated, result in a transaction more favorable to the
Company's shareholders from a financial point of view than
the transaction contemplated by this Agreement (any such
more favorable Acquisition Proposal being referred to in
this Agreement as a "Superior Proposal™). The Company
agrees that it will immediately cease and cause to be
terminated any existing activities, discussions or
negotiations with any parties conducted heretofore with
respect to any Acquisition Proposal. The Company also
agrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
Proposal to return all confidential information heretofore

furnished to such Person by or on behalf of it or any of its
Subsidiaries.

(b) The Company agrees that it will take the
necessary steps to promptly inform the individuals or
entities referred to in the first sentence hereof of the
obligations undertaken in this Section 6.2. The Company
agrees that it will notify SBC promptly if aay such
inquiries, proposals or offers are received by, any such
information is requested from, or any ‘such discussions or
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negotiaticns :re SOugnt =2 bDe initiated or continued with,
any of the I:mpanv’:z Fepresentatives indicating, n
connection with such notice, the name ~f such Person and the
material terms ina csnditions of any proposals or coffers and
thereafter shail <eep Z22C informed, on a current basis, of
the status zna materiai t-erms of any such proposals or

offers and -he status cf any such discussions or
negotiations.

6.5. Informatian Sumpliad. The Company and SBC
each agrees, as to itself and its Subsidiaries, that none of
the information supplied or to be supplied by it or its
Subsidiaries Sor iaclusion or incorporation by reference in
(1) the Registration Statement on Form S-4 to be filed with
the SEC by SBC in connection with the issuance of shares of
SBC Common Stock -n the Merger (including the proxy
statement and prospectus (the "Prospecryus/Proxy Statament”)
constituting a part thereof) (the "S=4 Registration
Statement”) will, at the time the S-4 Registration Statement
becomes effective under the Securities Act, and (ii) the
Prospectus/Proxy Statement and any amendment or supplement
thereto will, at the date of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any untrue statement of a material fact or omit to
state- any material fact required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. If at any time prior to the Effective Time any
information relating to SBC or the Company, or any of their
respective affiliates, officers or directors, should be
discovered by SBC or the Company which should be set forth
in an amendment or supplement to any of the S-4 Registration
Statement or the Prospectus/Proxy Statement, so that any of
such documents would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statements therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly’
notify the other parties hereto and an appropriate amendment
or supplement describing such information shall be promptly
filed with the SEC and, to the extent required by law,
disseminated to the shareholders of the Company.

6.4. Shareholder=s Meeting. The Company will
take, in accordance with applicable law and its certificate
of incorporation and by-laws, all action necessary to
convene a meeting of holders of Company Shares (the
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" el ny .
Qbarang Aare "lagre~~ i85 =

rat.zn Statement -5 deciarea effectivTe to consider
and sote upor -he apprcval cf —his Agreement and tle Merger.
Unless the cczars =2 directcrs of the Company determines in
goed faith zfc2r -ocnsultation with outside 12gal counsel
that o do =90

wouid resul:t in a failure zo comply with its
fiduciary dutiss under zpplicable law, the Companv's board
of directors snail recommend approval of this Agreement and

the Merger =nd shall take all lawful action to solicit such
approval. )

) - ) ‘3, LB e G
6.5. Ellings: Other Actions: Notdlicarion.

(a) SBC and the Company shall promptly prepare and filke
with the SEC :he Prospectus/Proxy Statement, and SBC shall
prepare and file with the SEC the S-~4 Registration Stavement
as promptly as cracticaple. SBC and the Company each shall
use all reasonabie efforts to have the S-4 Registration
Statement deciared effective under the Securities Act as
promptly as practicable after such £filing, and promptly
thereafter mail the Prospectus/Proxy Statement to the
shareholders cf the Company. SBC shall also use all
reasonable efforts to obtain prior to the effective date of
the S-4 Registration Statement all necessary state
securities law or "blue sky" permits and approvals required
in connection with the Merger and to consummate the other

transactions contemplated by this Agreement and will pay all
expenses incident thereto.

(b) The Company and SBC each shall use-alr~:
reasonable efforrs to cause to be delivered to the other
party and its directors (i) letters of its independent
auditors, dated (A) the date on which the S-4 Registration
Statement shall become effective and (B) the Closing Date,
and addressed to the other party and its directors, in form
and substance customary for "comfort” letters delivered by
independent public accountants in connection with registra-
tion statements similar to the S-4 Registration Statement,
and (ii) a letter from its independent auditors addressed to
SBC and the Company, dated as of the Closing Date, stating

their opinion that the Merger will qualify for pooling=-of-
interests accounting treatment. ’

(c} The Company and SBC shall cooperate with
the other and use (and shall cause their respective Subsidi-
aries to use) their respective best efforts to take or cause
to be taken all actions, and do or cause to be done all
things, necessary,. proper or advisable on its part under
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this Agreement znd =he 3tock Cption agreement :nd zpplicable

Laws =5 consummats :ind make effective the Merger znd the
other -ransac:.2ns

contempiated by this Agreement and the
Stock Opti*n ~Jreement as soon &as practicable, iIncluding
Iiling as cromptly as practicable all
documentatlon > effect all necessary applications, notices,
petitions, ZIilings and other documents and tO obtain as
promptly as practicable all consents, registrations,
approvals, germits and authorizations necessary or advisable
to be obtained f:om any third party and/or any Governmental
Entity 'in order %o consummate the Merger or any of the other
transactions contemplated by this Agreement or the Stock
Option Agreement; provided, however, that nothing in this
Section 6.5 shail require, or be construed to require, SBC
or-the Company o proffer; -or ‘agree to, any concession to
any Governmentali Entity if (i) such concession is reasonably

likely to have a Material Adverse Effect on the Cocmpany

following the Zffective Time, (ii) such concession is
reasonably likely to have a Material Adverse Effect on SBC
following the Zffective Time ({t being understood that, for
this purpose, materiality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SBC and
its Subsidiaries, taken as a whole, and taking into account
any material restrictions on the ability of SBC or any of
its Significant Subsidiaries to conduct its operations as
currently cenducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
information, SBC and the Company shall have the right -to
review in advance, and toc the extent practicable each will
consult the other sn, all the information relating to SBC or
the Company, as the case may be, and any of their respective
Subsidiaries, that appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,

each of the Company and SBC shall act reasonably and as
promptly as practicable.

(d) Subject to applicable laws relating to the
exchange of information, the Company and SBC each shall,
upon request by the other, furnish the other with all
information concerning itself, its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the’
Prospectus/Proxy Statement, the S-4 Registration Statement
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Iiling, notice or appilczaticn made

or any other :zzatementz, Ii:
by or on behail I Z2C, =ne Zcmpany or any cI their
respective Subs:cizrizs =3 any third garty and/or any
Governmentai Znt:ity L0 ccnnection with the Merger z:nd the
transactions :t:ntamc.itad By this Agreement c-r the Ztock
Option Agreement. -

(e) The Zompany and SBC sach shall keep the

other apprised cI the status of matters relating td comple-
tion of the rransacticns contemplated hereby, including
promptly furnishing the other with copies of notices orx
other communications received by SBC or the Company, as the
case may be, sr any ~<f its Subsidiaries, from any third
party and/or any Governmental Entity with respect to the
Merger and the other =ransactions contemplated by this
Agreement or =he Itocy Cption Agreement. Eacn of the
Company and SEC snai. 3Jive prompt notice to the other of any
change that is reasonably likely to result in a Material
Adverse Effec: on it or of any failure of any of the

conditions to the ~ther carty’s obligations to effect the
Merger set forth ia Article VII.

6.6. ess: O tass (a)

Upon reasonable
noticg. and except as may otherwise be required by appli-

cable law, the Company and SBC each shall (and shall cause
its Subsidiaries to) afford the other's and the other's
Subsidiaries' employees, agents and representatives
(including any investment banker, attorney or accountant
retained by the other or any of the other's

Subsidiaries) (such officers, directors, employees, agents
and representatives being referred to in this Agreement,
with respect to the Company or SBC, as the context cequires,
as such party's "Reprassentatives") reasonable access, during
normal business hours throughout the period prior to the
Effective Time, ro its properties, books, contracts and
records and, during such period, each shall (and shall cause
its Subsidiaries to) furnish promptly to the other all
information concerning its business, properties and
personnel as may reasonably be requested, provided that no
investigation pursuant to this Section shall affect or be
deemed to modify any representation or warranty made by the
Company, SBC or Merger Sub hereunder, and provided, further,
that the foregoing shall not require the Company or SBC to
permit any inspection, or to disclose any information, that
in the reasonable judgment of the Company or SBC, as the
case may be, would vioclate applicable law or any of its
obligations with respect to confidentiality or would result
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in the discicsure ==

any =rade sscrets of third parties if
the Companv -z 33C, zs the case may ce, shall have used all
reasonable efZ:zzzz <o obtain the csnsent of such third party

to such iaspec:tizn -r disciosure. All rcequests Zfor
informatisn made ruzrsuant =5 this Sect:ion shall e directed
to an execu:i.ve P*f-:e: <f the Company or SBC, as the case
may te, cr such ferson as may te designated by any such
executive off;:er. as the case may be. All information
provided pursuzant <o this Section 6.6 shall be governed by

the terms of the Confidentiality Agreement.

(b} Subject to the Confidentiality Agreement
and to Section 5.16, from the date hereof to the Effective
Time, SBC and the Company agree to consult with each other

on a regular tasis on a schedule to be agreed with -egard to
their respect:ve orerations.

(c) From the date hereof to the Effective Time,
the Company agrees to notify SBC in advance of any issuance

by the Company cr any of its Subsidiaries of any long-term
debt or preferzsd stock.

6.7. Affiliate=s. (a) Each of the Company and
SBC shall deliver to the other a letter identifying all
Persons whom such party believes to be, at the date of the
Shareholders Meeting, "affiliates” of such party for
purposes of applicable interpretations regarding use of the
pooling-cf-interests accounting method and, in the case of
“"affiliates" of the Company, for purposes of Rule 145 under
the 1933 Act. Ctach of the Company and SBC shall use all
reasonable efforts to cause each Person who is identified as
an "affiliate" in the letter referred to above to deliver to
SBC prior to the date of the Shareholders Meeting a written
agreement, in the form attached hereto as Exhibit C, in the
case of affiliates of the Company (the "Company Affiliate’s
Lecter”), and Exhibit D, in the case of affiliates of SBC
(the "JRC Affiliate’s lLertar”), Prior to the Effective
Time, each of the Company and SBC shall use all reasonable
efforts to cause each additional Person who is identified as

an "affiliate" to execute the applicable written agreement
as set forth in this Section 6.7.

(b) If the Merger would otherwise qualify for
pooling~-of-interests accounting treatment, shares of SBC
Common Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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compinea :-cerati:sns ::3 SBC znd the Ccmpany shalil have been

Codificacizn 2
whether =zach =zu
agreemenct -zafer

inancial Reporting Policies, regardless of
affiliate has grovicded the written

ed s Ia this Secticn, 2ARCEPT IO the extent
permittea -y, and in accordance with, SEC Accounting Series
Release _35 and ZZC Staff Accounting Bulletins &5 and 76.
Any Company Shares held by any such affiliate shall not be
transferaple, regardless of whether such affiljiate has
provided the applicable written agreement referred to in
this Section, if such transfer, either alone or in the
aggregate with other transfers by affiliates, would preclude
SBC's abili:iy to account for the business combination to be
effected by the Merger as a pooling of interests. The
Company shall not register the transfer of any Certificate,

unless such zZransier .s made n compiiance with the
foregoing.

6.8. F T i =i . SBC
shall use its best efforts to cause the shares of SBC Common
Stock to be issued in the Merger to be approved for listing
on the NYSE, subject to official notice of issuance, prior
to the Closing Date. The Surviving Corporation shall use
its best efforts to cause the Company Shares to be de-listed
from the NYSE and the Pacific Exchange and de-registered

under the Exchange Act as soon as practicable following the
Effective Time.

6.9. Publicitv. The initial press release with
respect to the Merger shall be a joint press release, and
thereaftsr the Company and SBC each shall consult with each
other prior to issuing any press releases or otherwise
making public announcements with respect to the Merger and
the other transactions contemplated by this Agreement and
the Stock Option Agreement and prior to making any f£ilings
with any third party and/or any Governmental Entity
(including any national securities exchange) with respect
thereto, except as may be required by law or by obligations

pursuant to any listing agreement with or rules of any
national securities exchange.

6.10. Bepefits.
(a) Stock Options.

(1) At the Effective Time, each
outstanding option to purchase Company Shares (a “ComRany
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2ption”' under tne llscxk Tlans, whether vested Sr unvested,
shail be ceemec T2 c2n

stitute an opticn td acquire, =n the
same rterms zaa ccnditicns as were appiicable under such
Company Opt:zn, =zfter giving effect =0 any provision
requiring tne vesting cf any Company Option as & result of
the transac:zi:cns contempiated by this Agreement, the same
number of shares cf S3C Commorn Stock as the holder 2f such
Company Option would have been entitled to receive pursuant
to the Merger had such holder exercised such Company Option
in full immediateiy prior to the t£ffective Time (rounded
down to the. nearest whole number) (a "Sybstisute oprian®”),
at an exercise price per share (rounded up to the nearest
whole cent) equal to (y) the aggregate exercise price for
the Company Shares otherwise purchasable pursuant to such
Company Option divided by !z) the number of full shares of
SBC Common Stock deemea turchasable pursuant td such Company
Option in acccrsance with the foregoing. At or pricr to the
Effective Time, the Company shall make all necessary
arrangements with respect to the Stock Plans, including any
necessary amendments thereto, to permit the assumption of
the unexercised Company Options by SBC pursuant to this
Section and no later than five business days after the
Effective Time SBC shall register under the Securities Act
of 1933 on Form S-8 or other appropriate form (and use its
best efforts to maintain the effectiveness thereof) shares
of SBC Common Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Time, the Company shall deliver to the participants in the
Stock Plans appropriate notices setting forth such

participants’ rights pursuant o such assumed Zompany
Options.

a
T

]

-
a
-
-
e

)

(id) Effective at the Effective Time,
SBEC shall assume each Company Option in accordance with the
terms of the Stock Plan under which it was issued and the
stock option agreement by which it is evidenced.

(b) Emplovee Banafits, SBC agrees that it
shall cause the Surviving Corporation for at least twO YeArs
after the Effective Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aggregate, than the Company’s Compensation and
Benefit Plans: provided, however, if during this period SBC
implements any widespread increase or decrease in beneflts
under compensation and benefit plans or in the cost thereof
to participants under compensation and benefit plans
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appiizabple -: =mpli:vees :Z SBC znd izs Subsidiaries other
“han the Z:rzviwing Tirgorzticn and L:zs Subsidiariss:, the
Surviving CTcrsoratiin snall croporticnately adjust the

—ne ! a

oenefits unce

compensat.on and benefi: plans
or the cost b

ners -2 ;ar: c.zancs, _nd pravides, Inresar,
Wlth respec:t s emplicvees Wwno are subject {9 collective
bargaining, ail benef;:s shalil be provxded in accordance
with the applicable =zlle

ctive bargaining agreement. SBC
shall, and znail zause zne Surviving Corporation to, honor,
pursuant to therr terms, all employee benefit obligations to
current and Iormer smpicvees under the Compensation and
Benefit Plans.

6.... ZIxpencee, Except as otherwise provided in
Section 6..8 <r 2.2(b), whether or not the Merger _.s
consummacteqa, :l. =2St: :nd expenses Lacurred in connection
with this Agreement :na zne Merger and the other
tLransactions contempiated by this Agreement shall be paid by

the party incurring sucnh cost or expense, except that

expenses :ncurred -n csnnection with the filing fee for the
S-4 Registration 2tatement and printing and mailing the
Prospectus/Proxy Ztatement and the S-4 Registration
Statement and the Iiling fee under the HSR Act shall be
shared equally by SBC and the Company.

6.12. Indemnificarion: Director=' a3nd Qfficer<s'
losurance. (a) From and after the Effective Time, SBC
agrees that :t will indemnify and hold harmless each present
and former director and officer of the Company (when acting
in such capac::ty) determined as of the Effective Time /the
"Indemnifiad °ar--=c"', against any coStS or expenses.
(including reasonaple attorneys' fees), judgments, £fines,
losses, claims, damages or liabilities (collectively,
"Costs”) incurred in connection with any claim, action,
suit, proceeding or investigation, whether civil, criminal,
administrative or investigative, arising out of or pertain-
ing to matters existing or occurring at or prior to the
Effective Time, whether asserted or claimed prior to, at or
after the Effective Time, to the fullest extent that the
Company would have been permitted under Connecticut law and
its certificate of incorporation or by-laws in effect on the
date hereof to indemnify such Person (and SBC shall also
advance expenses as incurred to the fullest extent permitted
under applicable law, provided the Person to whom expensesa
are advanced provides an undertaking to repay such advances

if it is ultimately determined that such Person is not
entitled to indemnification).
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.B) Any _ndemniiiea P
ingemn.ZizztTiIn .inGer ctaragrapn a
upon learninz I anvy sucn claim, 3 n

investigact::zn, i. crcmotly noti BC :thereof, put the
failure t©o so = snail not relisve 23C I any liability
it may have :=: such Indemnilied Parzy if such failure does
not materzally creludice SBC. In the event of any such
claim, action, 3ult, proceeding or investigation (whether
arising before -r after the Effective Time), (i) SBC or the
Surviving Corpcration shall have the right to assume the
defense thereof and SBC shall not be liable to such
Indemnified Parties for any legal expenses of other counsel
or any other expenses subsequently incurred by such Indemni-
fied Parties in connection with the defense thereof, except
that if SBC or the Surviving Corporation elects not to
assume such Zefense 2r ccunsel for the Indemnified Parties
advises that there are :ssues which raise conilicts of
interest between SBC or the Surviving Corporation and the
Indemnified Part:es, the Indemnified Parties may retain
counsel satisfactsry o them, and SBC or the Surviving

Corporation snhall pav all reasonable fees and expenses of

such counsel Zor the Indemnified Parties promptly as state-

ments therefor are received; provided, however, that SBC
shall be obligated pursuant to this paragraph (b) to pay for

only one firm cof counsel for all Indemnified Parties in any
jurisdiction, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) SBC shall not be

liable for any settlement effected without its prior written
consent.

7 Wwisping 2 laim
this Sect:ic .12,
. Suit, proceea;ng or

(A ]
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th
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.

r

n 'ty U o
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(c) SBC or the Surviving Corporation shall
maintain a poiicy of officers' and directors’ liability
insurance for acts and omissions occurring prior to the
Effective Time ("D&D Insurapce”) with coverage in amount and
scope at least as favorable as the Company's existing
directors' and officers' liability insurance coverage for a
period of six years after the Effective Time; n:nxzd:d
hovwever, if the existing D&O Insurance expires, is
terminated or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175% of the last
annual premium paid prior to the date hereof (the "Current
Bremium®), in each case during such six year period, SBC or
the Surviving Corporation will use its best efforts to
obtain D&0O Insurance in an amount and scope as great as can
be obtained for the remainder of such period for a premium

not in excess (on an annualized basis) of 175% of the
Current Premium.
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-d) IE Z2C :r <ne Zurpwviving CcIporaticsn C©r any
of its szucsessczz oo ozssigns L) shall consoildate Witd or
merge iLntc inv -Ther Targoraticn or entity and shall not be
the contonuing Sr surviTing corpcoration or entity <I such
consolidatiszn :r merser :r- 'ii) snail =-ransfer all or
substantizily zil = lts croperties and assets O any
individual, cocrrcratizn sr other entity, then and 1n each
such case, crcrer
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<
successors <
as the case may »e, shal

£ S8C o5r -he 3Surviving Corgoration,
1
forth in this Section.

assume =11 of the cbligat:ons set

(e) The provisions cf this Secticn are intended
to be for the cenefit of, and shail be enforceable by, each

-

of the Indemn:iied Parcties, =-heir heirs and their
representatc.ves.
6.13. Takeover cStaruyra., If any Takeover Statute

is or may beccme applicable to the Merger or zhe other
transactions contempiated by this Agreement or the Stock
Option Agreement, each party heretc and its board of
directors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum-
mated as promptly as practicable on the terms contemplated
by this Agreement or the Stock Option Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regulation on such transactions.

6.14. QDividends. The Company shall coordinate
with SBC the ceclaration, setting of record dates and
payment dates of dividends on Company Shares so that holders
of Company Shares do not receive dividends on both Company
Shares and SBC Common Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or SBC Common Stock
received in the Merger in respect of any calendar quarter.

6.15. i tiality. The Company and SBC each
acknowledges and confirms that it has entered into a

Confidentiality and Non-Disclosure Agreement, dated
October 22, 1997 (the "Cgpnfidenrialitv Agreamentr”), and that
the Confidentiality Agreement shall remain in full force and

effect in accordance with its terms, whether or not the
Merger is consummated.

6.16. r L c ! rati .
Nothing contained in this Agreement shall give SBC, directly
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2r iLadirezczliv

, TLZATZ I Zontrcl cr Zdirect the Ccmpany's
operations cric: s the Zffszctive Time. 2risr T2 i
Zffective Time., the I:ompany shall 2vxerco.se, -onsistent with
the terms zna <:znditions 2f this Agreement, compiste <ontrol
and superwiziIn I LIS Iperaticns

6..7. I3x Sapracant=ri~n Tar+sre. Tor purroses of

the tax opinizns descr-ized in Sectizns 7.2(c) and 7.3(¢c) of

this Agreement, zach <f the Company and SBC shall previde
representation letters, -n form and substance reasonably
satisfactory to the Company and SBC, each dated as of the

date that is two pbusiness days prior to the date the
Prospectus/Proxy Statement is first mailed to sharenholders
of the Company and reissued as of the Closing DRate.

- -

6..3. Tranc<=y Tayac

Or provinciali szales, use,

All state, local, ZIoreign
seal property t:ans:--. stock
transfer or similar Taxes (including any interest or
penalties with respec:t =hereto) attributable to the Merger
(collectiveliy, :the "Trapnsfer Taxee"! shall be timely paid by
the Company, which pavments, if any, shall be made Irom the

Escrow Account 1I required by Section 4.5.

ARTICLE VII
Conditions
T.1. Sopnaiss-one - Cagh Darec's Obliganiin 2D
Efface *he Moroasr,

The respective obligation of each party
to effect the Merger is supject to the satisfaction or

waiver at or prior to the Effective Time of each of the
following conditions:

(a) Sharenoclder 3pproval. This Agreement shall
have been duly approved by holders of Company Shares
constituting the Company Requisite Vote:;

(b) NYSE Listing. The shares of SBC Common
Stock issuable to the Company shareholders pursuant to this

Agreement shall have been approved for listing on the NYSE
subject to official notice of issuance.

(c) ‘Ggverpmental Copsents. The waiting period

applicable to the consummation of the Merger under the HSR
Act shall have expired or been terminated and all material
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Company Feguizse Tinsent:z and SEC fequired CTonsents Irom cr
4ith tne TTI, tne IZUC :r zny cther Covernmental Iatlly
shall have czen Tage :r cptained fursuant T3 a final Order,
Zree cf zny -:inalticns zdverse t: zhe Ccompanv or S3C ‘other
than Zor zznz.zicnis Tnat L) are not ceasonably ;;ke‘v,
individually =r .= Ine zggregate, to have a Mater.zl Adverse
Effect cn the C:ompany following the Effective Time, or

(Li)

are not :easonanl{ likely to have a Material Adverse
Effect on SBC :I:xllcwing -he Zffective Time (it being
understood that, Ior this purpose, materiality shall be

determined with reference to the total enterprise value of

the Company and -Is Subsidiaries, taken as a whole, rather
than that »f S83C ana .ts Subsidiaries, taken as a whole, and
taking into accsunt sny material restrictions on the ability
of SBC or any <f£ .tz Zignificant Subsidiaries to conduct its
operations 23 turI=ntly conaucted or aS proposed IO be
conducted by :2i!. Ffor the purposes of this Agreement,
Eipnal Ordez" means an action or decision that has been
granted as t> which 'a) no request for a stay or any similar
request 1s penaing, no stay is in effect, the action or
decision has not Zeen vacated, reversed, set aside, annulled
or suspended and any deadline for filing such a request that
may be designated by statute or regulation has passed, (b)
no petition Icr rehearing or reconsideration or application
for review is pending and the time for the filing of any
such petition or application has passed, (c¢) none of the
FCC, the DPUC or any other Governmental Entity has the
action or decision under reconsideration on its own motion
and the time within which it may effect such reconsideration
has passed and (d) no appeal is pending {(including other
administrat.ve or judic:ial review) or in effect and any
deadline for f£iling any such appeal that may be specified by
statute or rule has passed, which in any such case (a), (b),
(¢} or (d) is reasonably likely to result in vacating,
reversing, setting aside, annulling, suspending or modifying
such action or decision (in any such case in a manner which

would have a Material Adverse Effect on SBC or the Company
following the Effective Time).

(d) Laws _2pd Order=. No Governmental Entity of
competent jurisdiction shall have enacted, issued,
promulgated, enforced or entered any Law (whether temporary,
preliminary or permanent) that is in effect and restrains,
enjoins or otherwise prohibits consummation of the Merger or
the other transactions contemplated by this Agreement oOr
that is, individually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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—F&E - o -
Sf££2ct on I3C :o tne

iz =ne Il:zmpany collsctively, an "2Igex"', and
none cf =ne Izpartmen: £ Justize, the rfederal Traaqe
Commission, zne TIT sz the IZPUC =hall have Iasti:tuted any
proceeding - -nreatsnsa ln writing or zublicly announced
LTS Iatentizn T LNSTLIUT2 Iny crocseding seeking &ny such

Order.

(e S=4. The S-4 Registraticn Statement shall

)
have beccme =ifact-ve under the Securities Act. No stop
order suspending the effectiveness of the S-4 Registration
Statement shall have been issued, and no proceedings for

that purpose shall have ceen initiated or be threatened by
the SEC.

£&
-
4 -
.t

7.2. copngisiane =n Oblimari-ne ~f SBC =nd Merger
Sub. The opblizaticns of SBC and Merger Sub to effect the
Merger are also subject <o the satisfaction or waiver by SBC

at or prior <o the Effective Time of the following
conditions:

(a) RBepresentations 3nd Warrantioss. The
representations and warranties of the Company set Zorth in
this Agreemen: (i) to the extent qualified by Material
Adverse Effect shall be true and correct and (ii) to the
extent not qualified by Material Adverse Effect shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
together, do not have a Material Adverse Effect on the
Company, in each case !i) and (ii), as of the date of this
Agreement and {except -0 the extent such representations and
warranties speak as of an earlier date) as of the Closing
Date as though made on and as of the Closing Date, and SBC
shall have received a certificate signed on behalf of the

Company by an executive officer of the Company to such
effect.

(b) £ p b
The Company shall have performed all material obligations
required to be performed by it under this Agreement at or
prior to the Closing Date, and SBC shall have received a

certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

(e) Tax Opinion. SBC shall have received the
opinion of Sullivan & Cromwell, special counsel to SBC,

dated the Closing Date, to the effect that the Merger will
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e rtreated °

zz e ncome <ax curgoses &S & reorganiza-
tion within =ne mean.ng zZ Seczicon :aa(a) <f the Zzde, and
that sach < I3C, “dercer Sub and :he Company will be a party
to that reorzanizzat

zaticn within the r-~ean:.z-c: cf Section I68(b)
5f the Code: _: feins understzcoa that in rendering such
opinion, such tax counsei shall be entizled to rely upon
representat.zsns trovided oy the parties hereto >n the
representation _2tters referred to in Section 6.l17.

o (d) - Dissenri~g Sharse. The Dissenting Shares
shall not consti:zute more than 9% of the aggregate number of
Company Shares outstanding immediately prior to the
Effective Time grovided, however, that <his condition shall
be deemed to pe waived ty SBC 1f the condition set Zorth in

Section 7.2(e) is deemeq waived bty SBC gursuant <o cthe
proviso to Sectzzn T.lley.

(@) o s' 5 axr. SBC shall have
received a letter from -ts independent public accounting
firm to the effect that che Merger will gqualify for
"pooling-of-interests” accounting treatment; provided,
however, that this condition shall be deemed to be waived by
SBC if SBC's independent accounting firm shall have failed

to deliver such letter solely as a result of one or more SBC
Pooling Actions.

For purposes of this Section 7.2(e), "SBC Sooling
Action” shall mean (i) any action taken by SBC or any of its
Subsidiaries after the date hereof that would prevent the
Merger from gualifying for "pooling-of-interests” accounting
treatment if any of the executive officers of SBC actually
knew or, after appropr:ate inquiry, should have known that
such action would prevent the Merger from qualifying for
"pooling-of-interests” accounting treatment, (ii) the escrow
arrangements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangements has not been
waived by SBC in accordance with Section 4.5 and (iii) any
condition existing on the date hereof which, with reference
only to SBC and its Subsidiaries, would prevent the Merger
from qualifying for "pooling-of~-interests” accounting treat-
ment under the currently published and effective guidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board

and the SEC relating to "pooling-of-interests" accounting
treatment.
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7.3, oamssione -~

The obligatizn =
supject <o tne =
&

prior to =he ZZ

Qblisapson oFf “fe Company.
the lcmpany t> effect the Merger .s also

fact.cn or wWaiver Ty tThe CImpany it or
ve Time <f <he Inllowing csSndizicons:

(aj Reprecanrzrians =nd "arranti=e. The
representaticns and. warranc.es of SBC and Merger Sub set
forth in rhis Agreement 'i) to the extent jualified by
Material Adverse Zffect snail be true and correct, and
(ii) to the extent not gualified by Material Adverse Effect
shall be true and correct, except that this clause (ii)
shall be deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
together, do not have a Material Adverse Effecz on SBC, in
each case (i) and !ii), as cf the date of this Agreement and
(except =5 the =XTENU Iuch representations and warrznties
speak as of an earllier date) as of the Closing Date as
though made on and as of the Closing Date, and the Company
shall have received s certificate signed on behalf of SBC by

an executive cfficer of SBC to such effect.

(b) Perf-rmance ~f Obligations of SBC and
Merger Sub. =Zach of SBC and Merger Sub shall have performed
all mater:ial obligations required to be performed by it
under this Agreement at or prior to the Clesing Date, and
the Company shall have received a certificate signed on

behalf of SBC and Merger Sub by an executive officer of SBC
to such effecrt.

(e} ITax 2pinion. The Company shail have
received the cpinion of Cravath, Swaine & Moore, counsel to

the Company, <ated the Closing Date, to the effect that the
Merger will be treacted for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) of the
Code, and that each of SBC, Merger Sub and the Company will
be a party to that reorganization within the meaning of
Section 368 (b) of the Code; it being understood that in
rendering such opinion, such tax counsel shall be entitled
to rely upon representations provided by the parties hereto
in the representation letters referred to in Section 6.17.
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